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THE COMPTROLLER GENERAL °
DECISION OF THE UMITED sTATES |09y
WASBHINGTON, D,C, 0048
FILE: B-203681 DATE: September 27, 1982

MATTER OF: Intermational Communication Agency-—East-¥est
Center Grant Costs

DIGEST: 1, fThe East-West Center practice of placing letter of
credit advances in savings account before transfer-
ring grant funds to cover previously issued checks,
amony other activities, resulted in premature ad-
vances of grant funds, As a result almost all) in~
terest earned appears to be attributed to these
grant advances, 8ince Certer has not traced thesc
funds to non-rederal sources, interest earned by
Center must be refurned to the Federal Government
under allocation formula presented by International
Communication Agency,

2. East-Vest Center practice of charging International
Comuunication Agency (ICA) grant with indiract
costs, and also charging granvs from other agencies
with indirecu costs in effect vesults in double

charges fcr indirect costs, ICA should disallow and

rcoover an amunt equal to the indirect costs

charged to other Federal grants that should not have

boen taken from ICA fundds,

3. The Cost principles that the International Com-
munication Agency 'ICA) vequires of the East-West.
Center aside {from (WMR's management direction, arc
limited by the general rules applicable to account-
ing for appropriated funds and the program authori-
zation under which they arc expended, By accepting
a grant conditioned on the cost principles adopted
by ICA, the Centerr will be committed to using these
principles on the ICA grant,

The Acting Associate Director for Management of the United
States International Communication Agency (ICA) has asked for our
decision and recomnendation on three unresolved issues that avose
from an audit of the Last-Wiest Center (the Center), an organization
funded through the ICA. These issues concein:

(1) vhether the Center may keep any interest
carned by it on funds advanced to it pending expendi-
ture for the purposes for which they were received;

(2) whether the Center is entitled to keep
overhead received from other Federal programs where

the Center used funds from the ICA to pay for the
overhead costs, and;
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(3) wWhether the office of Management and Budget
(OMB) cost prirciples contained in OMB Circular A-21,
"Cost Principles for Educational Institutions," apply
to the Center in its accounting for funds received
from the ICA as weil as from other Federal programs,

As explained below we conclude (1) that the Center may not
retain any interest it earned on funds advanced to it by ICA or
other Federal agencies, {2) that to the extent that overhead has
been paid more than once fron Federal funds, that amount in excess
of the reasonable overhead costs of the Center must be returned to
the Federal Govermment, and (3) that ICA should adopt cost princi-
ples consistent with thcse contained in OB Circular A-21 although
these principles should be modified to conform to ICA progran au-
thority, The principles established by ICA should be applied by
the Center in accounting to the Govermrent for its costs,

According to the Acting Associate Director, the Center is
largely funded by ICA under authority of the National Security Act
of 1960 (22 U.S.C. § 2054 (1976)) which directed the Sccretary of
State to provide for the establishient of the Center, Acting upon
this authority the Department of State entered into an agrcement
vith the University of Hawaii in 1960 for the establishment and
maintenance of the Center, In 1975 the Center became (under the
laws of the State of Hawaii) a nonprofit public educational corpora-
tion, legally independent of the University of Hawaii, According to
the Scptember 1978 Memorandum of Understanding between the Center
and ICA, the Center is neither a governtental agency nor a vt of
any dgovernmental ayency, Federal or State, The ICA was given re-
sponsibility for administering the program with the Center under
Reorganization Plan No, 2 of 1977, 1In 1979 the ICA conducted an
audit that resulted in the three unresolved dquestions presented for
our decision,

Status of the East-fiest Center

The Center has presented its position on the issues in dispute
in a September 7, 1981, letter from its President Pro Tem and a
March 15, 1982, letter from its President, 1In his letter, the pPre-
sident Pro Tem notes that the basic question in each of the disputed
issues is the nature of the Center's relationship to the Federal
Government, He characterizes the Center as "a national educat:onal
institution of the United States * * *," yhile the ICA vicws the
Center as an cducational institution independent of the Federal Gov-
ernment, which receives grants or Federal funds just as many other
educational institutions receive grants of bFederal funds, We agree
that this fundamental dispute is the root from which the issues in
question stem,
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It is the Center's positicn that the National Security Act of
1960 estahlished the Center as a national educatjonal institution to
carry out a progran to pramte internacional erlucation, cultural,
and related interests of rhe United States, The Center stresses the
relationship between the Federal Government and the State of Hawaii
clat created the Center as a corporation with the sole purpose of
operating che Center in furtherance of the Mutual Security Act of
1960, From these circumstances the Center argues that the Center's
relationship is difierent than that between the Government and a
private ~ontractor, The Center further believes that the Memorandum
of Understanding of Scptember 28, 1978, betwe:n the Center and the
ICA reflects the unique nature of the Center and its methods of
operation, The President Pro Tem further points out in his letter
that the governing body of the (enter includes members nominated by
the Federal Government, Also the ICA's Associate Director for Edu-
cational and Cultural Affairs serves as an ex officio member, The
President Pro Tem also considers it significant that funds are
specifically apprepriated for the Center by the (ongress,

Since the issues raised by ICA all concern funding cuestions,
it is unnecessary for us to characterize precisely the relationship
between the Center and the Fecderal Government, However this rela-
tionship ray be described for any other purpose, the fundamental
legal relationship under which ICA funds the Center is that of
grantor agency to grantee, Under 22 U,5.C. § 2055 (1976), ICA is
auchorized to provide for the following:

"kt % the establishirent and operation in Hawail of
an cducational institution to be known as the Center
for Cultural and Technical Interchange Betveen East
and {lest, through wrrangerents with public, educa-
tional, or other nonprofit institutions * * *

This language gives the ICA authority to develop and fund the Center
("* * * arrangenents with public, educational, or other nonprofit
institutions * * *."), fThere is no suggestion in the statute that
ICA was supposced to operate the Center itself, nor is there any
indication that the Center, nnce established and operating, was to
be a wholly or partially owned Federal corporation or other Federal
instrumentality, 1Thus the Center, as the recipiert of ICA funding,
wouls? clearly stand in a grantor-grantee relationship with the ICA,
In the agreament between the Center and ICA, the Center is described
as receiving grant-in--aid funds from ICA. Also see 41 U.S.0, § 504
(Supp, I11, 1979) which genorally describes the federal grant

relationship,

A grant relaticonship is nct an unusual relationship nor does it
diminish the status or value of the grantee with respect to the Fed-
eral Government, Even “he States which are an integrai part of
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the Federal system receive most of the funds which they receive
from the Federal Covernment throwgl grants, See, e,q,, Aid to
pPependent Children, 42 U,S,C, §§ 601 et seq, (1976), and Medicaid,
42 U.S,C. §§ 1398 et seq, (1976).

The Center, whizh was oriqinally a part of the tmiversity of
Hawaii, is pow incorported under the laws of Hawaii, 1t is clearly
an entity separate from the Federal Goveniment no matter how de-
pendent it is on the Government for support or how effectively it
caryies out the Federal policy behind its funding, As previously
noted, this is cxpressly stated in the Memwandum of Understanding,
The closeness and precise natwr:e of the relationship of the Center
and the Government are not relevant. to cur decision o lonhg as wa
have concluded that the Center is not part of the Govermment, More-
over, the appropriation from vhich it is funded specifically speaks
of the method of funding the Centcr as a grant, See, c,q., Pub, I,
No, 95-86, 91 Stat, 424 (1977); °ub, L, llo, 9Y5-431, 92 Stat, 1042
(197¢). rccordingly, we conclude that the Center is a Federal
grantce subject to the rules that apply to funds received under a
grant relationship with the hederal Government,

Interest Fuarmed on Mlvances of Funas

The dispute over entitlement to the interest =arned by the
Fast-tlest Center is not, in this instance, over thc goneral princi-
ple of whether the Government is entitled to interest eawned on ad-
vances of grant funds, 1/ but rather whether the entive amount of
funds that ICA bases its interest calculations on are Iuderal
advances, ‘The Center urges that the interest be prorated between
"appropriated funds [the ICA grant]” and othcer Center funds accord-
ing to a recvormendation imade by its accounting fivm, The Center
also urges that such a proration never had bcen questioned in prior
auuits and that the interest income has been spent entively in fur-
therance of the purposes set forth in the legislation authorizing
Center activities,

According to the ICA audit [indings, however, this proration is
largely misstaf:ed due to the method by which the Center uses its
letter of credit anthority, invests in 'freasury Certificates, amxi

1/ Por a discussion of the general rule on interest earncd on
advances of grant funds, see 42 Comp. Gen, 289 (1962)., If the
Center were a state agency or instrurentality, it would be
entitled to keep the interest cawmed on advances of grant funds
under the Intergovernmental Cooperation Act of 1968, 42 U.S.C.
§ 4213 (1976); 59 Comp, Ger:, 218 (198C°,



B-203681

pays creditors, The ICA audit indicates that the Center places
letter of credit advances in a savings account before trans-
ferring the funds to ivs checking account to cover previously
issued ciiecks when they are presented for payment, The Center
also transfers fu.ids from the savings account to the checking
account for the purpose of buying interest-bearing ‘Ireasury
Certificates of Deposit, An internal memorandum, dated May 12,
198C, by the ICA audit staff describes how the Center accumu-
lates interest, as follows:

"k % * Tha only non-U.S, Governmep: deposit was on
August 10, 1978 when a contribution from the Govern-
ent of Japan in the amount of $100,000 was deposited
for check clearing purposes and the funds werce ime-
diately transferred out on Auyust 15, 1978, As in-
dicated in the audit report, procee:ds of $305,000,06
from cashing in a Certificate of eposit were ve-
deposited to the savings account on Septeimber 26,
1978 [2/} Consequencly all of the funkds in savings
account ho, 8%5-307374 on which interest income was
earned are clearly identifiable as being attributable
to U,S, Treasury funding, As indicatad, the account
was credited with $33,014.57 of interest ircome dur-
ing the fiscal year, The balance on hand in the ac-
count. at September 30, 1978 was $1,409,464.76, an
increase of $863,307.98 during the fiscal year, Dur-
ing November 1978, $2,070,000 was transferved to the
checking account vhich contained a beginning nonthly
halance overdraw of ($98,326,69), ut of the atove
deposits, $1,000,000 was veed to purchase Certifi-
cates of l)opomtf' redecemable approximately one year
later, * * * paced on the above documentation, there
appears little question that the FNC (the Center] was
drawing down [etter-of-Credit funac in excess of ac-
tual need and that the entire interest income carnced
wag attributable to 0,8, Government funding, ‘frea-
sury letter-of-Crecit drawn down fund reguest re-
flected -0~ when in fact the EWC had substantial

U.S. Government funds on hand in the form of afore-
nmentioned Certificates of Ieposits, PMurther, since
the B/C was billing other U,8, Covermment Agencies
for indirect cost recoveries which the Centec was not

————y -

2/ Mis Certificate of beponit, according to ICA's audit, was
purchased by the Center in parch of 1976 from & withdrawal
from the Fivst Hawaiian Bank savings account that is trace-
able to a March letter of credit withdrawal of nearly §3
million,
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in fact paying out as expenditures enabled in part the
surplus cash build-up in the First Hawaiian Bank Savings
Account, "

Accordirgly, in au August 28, 1880, letter to the East-ilest.
Center, ICA asscrted that the Center's allocetion of interest failed
to recognize that the Center is required to return interest earned
on advances of Federal funds from whatever source and not chlyv funds
from 1CA, This letter sugynsted the followiny approacr to arrive at
an aygreetsent with the Center:

PUSICA Grant and All other Federal Funds <% to be

All funds (excluding income from interest epplied to

donated services and investrants) irterest
income

FLDERAL

Wty rr—— af——

"Aporopriation $12,200,000
"Restricted grants (1,520,160 ~ 239,021) 1,281,139
"Indivect cost recovered 225,252

A

"“lotal USICA grant and other Government funds :_.'."31 706,391

"Goneral oparating total $13,499,240
"Restricted operating 1,520,160
Total Munds ilb;OlU,‘lU()
"ess
Inwestment 1ncome S 28,143
liscellancous Incoin: 72,976
Donatsd Eervice 429,352
Total deducts § 530,471
All funds adjusted $14,4806,929
"Poederal $13,706G,39]
"RIT funds $14,488,929 = 94,6% income on Federal

Funds ‘

"ihis approach would allaw the Center to retain

approximately 5,4% of the interest inome earned
which could possibly he interpreted as '

non-aovernnent,,

"t2o therefore recomnend that since FY 78, 94.0%
of the Center's incone was derived from Federal
funds that percentage should be applied to the
investment and interest income as follows:
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"Certificates of Deposits $13,876
Interest on Savings Account 33,015
Total Inocome $46,0891
Allocation of 94,6% 44,359
Refunded to U,S, Treasury 18,691
Nmount due U,S, Treosury $25,688

"This approach would be applied to interest and investment
income for ¥y 77, 78, 79, and 80,"

Acocording to the Center, ICA's analysis should take into
account. in its allocation base the existence of fund balances and
reserves and not only use revenues, It notes that interest is
earncd on cash halances not revenue, The Center also takes the
position that $500,000 from non-Federal sources was earmarked for
reserves which earned interest at a higher rate than the savings
account rate, As to the intcrest earnc:d on other lederal source
funds, the Center takes the position that these funds "on the aver-
age * * * did not generate funds available for investment,"

Based on a letter from their accounting E£irm, the Center
ofrerced the follosing alternative analysis of tiae facts concerning

intorest earnings:

“lotal intere:..t incone for 1973 $46,0891
Iess;
Fndovwment fund intercest inoome S 57

Lstimated interest incone
carnced on the Center's fund

balances ($482,000 x G%) 28,920 29,977

"Remaining intecest incom: 17,914

"Percentage due the Federal
govermment (the 94,62 per ICA's
letter dated august 28, 1980
adjusted for grant revenue
eavned rather than gross

grant additions) 4957 .
"interest due the Federal government 17,144
"Less amount already paid 18,691

i’stimated over payment to the
Federal governmant $ 1,547"
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In a draft audlit report prepared for the Center by its audit
firm dated aApril 30, 1980, the auditors describe at page 14 how the
Center handled the letter of credit withd.awals,

"the Center maintains & telephonic savings
account in to which letter of credit draws from 1CA
and AID are deposited, They also have two checking
accounts, a general checking account and a payroll
checking account, ‘Through autonatic telephcne
transfers, fuands are shifted from savings t¢ checking
to cover checks disbursed, Generally, the checking
accounts maintain small balances so as to maximize
interest earnings,

"The Center's financial records clearly reflect
the sources of all funds and account. for each source

separately,

"at the beginning of eacn year, cther funds ave
used to pay for ijtems properly chargeable to the ap-
propriation pending the release of funds for the now
fiscal year, Vhen appropriation funds became avail-
able, the advanced funds are invested at botter than
benk rates, Ve believe interest earned on these
furvds can be retained by the Center and may e ex-
ended on costs alloweble to achiere the purposes of
P, L. 86-472 [the National Sccurity Act of 1960),"

then the Center entered into the basic agrecment of July 1,
1975, it agreed to the letter of credit procesfures to be provided
by instruction from the Covernment (sece Article 111, parageash 3 of
the agrecwnnt). fThe second paragraph of the ICA letter of credit
instructions that were provided the Center staotes thatg

"* * * the recipient. organization comits itself to;
(1)} the practice of initiating cash drawlowns only
wvhen actually recded for its dishbursements; (2) the
timely reporting of cash disbursemencs and balances
as required by USICA * % * v

There is apparently no dispute over what has happencd; the dis-
pute is essentially over the legal consequonces of what has han-
pened, The Center has nade a practice of withdrawing grant funds
and earning interest on these funds before disbursing them for grant
purposns,  The argument that sone portion ofi this interest can to
retained vests on a view of the unique Federal relationships under
which the Center is funded, Under this view the Federal Covernment
provides for basic institutlonal support of the East-fiest Center as
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an entity, Since we have concluded that the Center must be treated
as a grantee, we consider the irterest questions witiin this grant

context,

Fron these facts it is apparent that the Center has been undevr

a basic misapprehension about its Government funding stemming from
its view of its unique status, Grantees may not take grant money
prior to needing it for grant purposes and invest it, See Treasury
pepartnent Circular tio, 1075, 31 ¢,F.%., § 205.4(a), Wwhile it may
seem a prudent and benigu practice from the grantee's point of view,

t is an excecdingly expensive one for the Govermment, The Govern-
ment must normally borrow money to make such advances (probably at
much higher rates than grantees earn in savings accounts or even
certificates of deposit). See B-146285, October 2, 1973, Further-
more, the interest, even where applied te grant purposes, serves
as an awgmentation of the program apprcpriation under vhich the
grante: receives funds and accordingly it is beyond the authority of
the grantor agency--in this case ICA--to approve its retention,

The Center does not dispute that some of the interest earned
must be returned, but it argues that much of the interest earned is
the result of cash balances and reserves rather than current grant
revenues., It ocorrectly points out that interest is earned on bal-
ances not on revenues in any case, However, it does not provide any
explanation for the ICA audit finding that the cash balances and
rescrves are themsclves the result of excessive advances of Federal
funds,3/ Indeed, the fundiamental argument the Center makes for its
need for special cost principles, uiscussed below, is tha® it gets
virtually no funds from non-Federal sources, Under such circum-
stances the proposcd 94,6 percent aliocation rate for interest
appears to ba rcasonable, despite the fact that it is based on reve-
nues, Given the fact that the letter of crcdit has boen misused by
the Center, the burden is on the Center to provide an altcrnative
allocat:ion that traces precisclv the non-Federel portion of the
balances upon which it asserts its claim to interest, Accordingly,
based on the information before us, we conclude that the Center ouns
ICA $25,688 for intercst earned duvinyy fiscal yeav 1978, 1If the
interest question raised by the ICA audit was overlooked in prick
audits, it lias no bearing on the outcome in this instance since
under our analysis, ICA is without authority to approve retention of
thig amount by the Center,

3/ Ve note lthat as a result of this practice the fund balance uced
by the Center to estimate ‘nterest income rose from $482,000 at
the begi'nning of the fiscal vear to $990,000 at its 2nd,



B-203681

: Indirect Costs

As set forth w the voluiinous materials before us, the
Center's practice has been to charge all overhead or indirect costs
to the ICA program on the ground that the Govermment, through ICA,
is required to pay for the basic support of thie Center's opera-
tions, Starting from this premise, the Center claims that cherges
againnt other Federal grants should be treated as if no indirect
costs aad been paid, This is explained on page 19 in the April 30,
1980, repert by the Center's auditors (the Center uses the report to
support 1.8 argunent) as follows:

“The prirary focus cf this USICA audit report
and subsequent correspondence concerns the method of
handling indirect cost recoveries, 1In accordance
with the East-tiest Zentev Budget, Accounting, and
rost pPrinciples Agreewent signed by ICA on Septem-
ber 29, 1978, indivect cost recoveries for the year
ended September 30, 1978 vore handled as follcws:

"1, For purposes of bhudgeting, estimated indi-
rect cost recoveries fron other than the ICA
grant were deducted to arrive at the appro-
priation recquest,

"2, lor purposes of accounting, most indirect
eypenses vere cnarged to Fund Greup I (the
appropriation)., Indirect cost recoverics
from supplenental funding sources were
recorded in Fund Grouop 11 (the Center's
unrestricted general funds) and uced to pay
for pregram expznditures that otlierwise
vwould have been charged to Fund Group 1 (the
appropriation),

"Since the underlying concopt of the Center's
budgeting process is an all-inclusive presentation,
the only pousible issue is that the Center arbitia-
rily, and for administrative convenience, used the
appropriation to pay substantially all indirect costs
and the indirect cost recoveries tc pay other program
expenditures, The fact still remains that the ICA
grant has saved the amcunt of indirect costs
reoovered in support of the total education, research
and training planned by the Center, lad these costs
1ot been reccvered, the appropriation request would
have to have been for a yreater anount in order to
support the same level of programs,"

- 10 -
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The Center's position rests on the reading of the special cost
agreemcnt contained in the Merorandum of Understanding of Septem—
ber z8, 1978, which indicates that there are two sets of cost and
accounting principles, See Appendix A, page 2 of the agreement, We
¢éo rot believe this agreenment should be read as the Center would
have us read it, First, the fact that there are separace costs
principles does not mean that they should be inconsistent, The need
for two sets of principles is consistent wi “h the need to work out
some spacial cost arrangements for the main Center grant, but does
not suygest to us that the differ=nces go beyond those specifically
listed, Second, the indication trat if surpluses in the Center's
financicl operations occur they wiii be available to the Center in
succeeaing budget puriods, does not authorize the Center to build
cash reserves out of Federal fuds, Funds awarded grantees may re-
main available in succeeding budget periods without being withdrawn
and held by the grantee, Under a letter of credit grantees should
not withdraw funds unless they are nceded for actual disbursements
for grant purposes, %Treasury Department Circular Mo, 1075, 31
C.F,R., § 205.4(a),

Accordingly, wa have little difficulty in disposing of the
questicn of indirect costs since the dispute seens to center not so
much on the facts, but the Center's view of its special relationship
with the Federal Governinent diescussed atove, Ve believe the classi-
fication of the Center as a ygrantce provides the answer, Any
grantee must account for rederal funds in such a way as to satisty
the requirements of 31 U.S8.C. § 628 (197G6) which provides that ap-
propriated funds are to be used only for the purposes for wvhich they
vere appropriated, s indirect costs ave nerely an accounting tool
to prorate overhead type costs anong chijectives that shave the gen-
cval benefits of such costs, any over-alloration is unauthorized
sirce not for the purroses of the appropriation and must be returned
to the Covesament, We agree witih ICA that the Center has in effect
been double billing the Federal Government to the extent it pays
substartially all overhead from its grant from (CA and charges other
lederal agencies for the same indirect costs from their arants, The
eamount ot indirect charges to other Fixderal grants covered by ICA
ageeenent costs should be disallowed by ICA and established as a
claim against the Center, Ve note that this conclusion would not
requive the Center to take indirect coste from other funds that have
been given under conditions that do 1ot pernit a porcicn o be ex-
pended for indivect costs, The ICA grant would normally be avail-
able to cover the indirect costs associated with expenditures from
such restricted sources,

Cost Principle Appli =ble to Center

1he last avea of disagreement largely concerns a variety of
specific cost principle questions that grow out of the ICA aucit

- 11 -
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recoimendation that OMB Circular A-21 should be applied in the
future to the ICA grant to the Center, These questions range from
an indirect cost issue discussed under the 1978 agreement and cer-
tain direct cost variations from the A-21 principles that the Center
considers vital to its program,

The status of OMB Circular A-21 is a point that should e ini-
tially clarified, The agreement of 1978 lxtween ICA and the Centev
in which cost principles are set forth govems the first two cues-
tions raised by ICA, This would have neen so even if under the
terms of the circular, ICA should have applicd G Cicular A-21,
oMB management circulars such as A-21 are not applicable to a grant
unless the granting agency makes them applicable by regulation or by
grant condition, Cf, B-202452, Decenber 31, 1981 (OMB Clrculars ave
managenent tools which do not have force of law), Vhere agencies
adjust managument circulars to accomnwxlatce them to their particular
program nceds, conflivting circular provisions ave vithout effect,
CL,, id, The issue is not before us, nor have we attenpted to re-
view, vhetnor the 1378 ayreecment on cost principles conforms with
OB management circulars nor have we considercd vhether ICh is with-
in its indepenuent program authority where the ayrcement varies from
the circulars, ICA should resolve any ¢uestion as to vhich civcular
provisions should be applied directly with O/,

The cost principles that may be adopeea by 1CA aside from AB's
nanagerene directions are limited by the general rules applicable to
accounting for arpropriated fends and the specific progran authori-
zation under vhich they are expendzd, We note that whatever cost
principles are adopted in the future, legally they will Lve a result
of ICA action, The Center by accepting the grant offered by (Ch
vill be conmitted to accountiing for ICA funds under the principles
as adopted,

e sce no reason to go further at this time, ‘e title of
A-21 "Cost principles for FEducational Institutions," scons appropri-
ate to the Center, kut each of the other OB cost principle civceu-
lars ave fundamentally consistent, Conpare A-21 with A-87 “Cost
Principles for State and [ocal Governments" and A-122, "(ost Princi-
ples for ronprofit Organizaions," The arguient between 1CA and the
Center; once the indirect cost issuz is resolved, deals with the
policy quesitions of how far to go in establishing exceptions o the
OMB cost principles, Since the ICA program with the Center is an
institutional form of support as distinguished from the rroject
grants conteiplated in the QB cost principle circulers, there would
appear to be some justification for variations from the OMB cost
principles, but the ccution apparent in the ICA audit recomnerdation
to limit the variations snems apyprovriate to us as we'l, As indi-
caled, the determination of what cost principles should be applied
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is for ICA to make, Under our earlier analysis of the indir:ct cost
issue, however, cost principles used in the future will have to
avoid the Center's dual system that resulted in double billing of

these costs,

Finally, we reconmend that whatever cost principles are
adopted, they should include a requirement that all audits be
conducted under the Conptroller General's "Standards for Audit of
Governirental Organizations, Programs, Activitias, and Functions,"

{./u;}-,,/ P AR AR

» . Qoiptroller General
' of the United States
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